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MANAGEMENT’” S DISCUSSI ON AND ANALYS

Introduction

This unaudited ODQDJHPHQW -V 'L VMXAY ik RdQirdd Qpplehd@tihOnfdrnafion under the
Governmental Accounting Standards Board’s (GASB) reporting model. This discussion and analysis provide
an overview of the financial condition, results of operations and cash flows of George Mason University
(“University” or “Mason”) for the fiscal year ended June 30, 2020 (FY 2020). Comparative numbers ate
included for the fiscal year ended June 30, 2019 (FY 2019). MD&A includes highly summarized data and
therefore should be read in conjunction with the full financial statements and footnotes that follow this section.
The University’s management is responsible for all of the financial information presented, including this
discussion and analysis.

The University is an agency of the Commonwealth of Virginia and is governed by the University’s Board of
Visitors. The Commonwealth prepares a separate financial report that incorporates all agencies, boards,
commissions, and authorities over which the Commonwealth exercises or has the ability to exercise oversight
authority. The University is a component unit of the Commonwealth and is included in the financial statements
of the Commonwealth.

Financial Highlights

The University’s net position increased by $101.2 million or 13 percent, compated to an increase of $114.1
million, or 17 petcent, for FY 2019 because of an excess of FY 2020 revenues/gains over FY 2020
expenses/losses. Revenue provided by the Commonwealth for equipment and capital projects totaled $60.3
million, an increase of $26.3 million over FY 2019, contributed to the increase in net position.

Increases in Operating Revenues and Expenses
FY FY 20 FY 20|18
Operating Revenues $(20.2) -3% $53.0 7% $55.1 8%
Operating Expenses $58.7 7% $61.7 7% $55.1 7%
Net Position $101.2  13% $114.1  17% $89.9  13%

In March 2020, the University shifted from traditional classroom teaching to alternative virtual instruction as a
result of the COVID-19 global outbreak. For the health and safety of the campus community, the majority of
on-campus operations and events were canceled or delayed and faculty and staff began teleworking. The
University was awarded $24 million of Coronavirus Aid, Relief, and Economic Security (CARES) Act grants
during FY 2020. This funding included $20.8 million under the Higher Education Emergency Relief Fund
(HEERF) and $3.2 million from the Commonwealth’s share of the Coronavirus Relief Fund (CRF). In FY
2020, $10.8 million from the HEERF funds were recognized as revenue and distributed for emergency student
aid and to offset the refunds issued to students for housing, dining and parking services following the shift of
campus operations. The remaining $10 million of HEERF funding awarded to the University will be recognized
in FY 2021 to cover additional emergency student aid as well as institutional aid. The University used $2.3
million of the CRF funding in FY 2020 to support expenses incurred for the transition to virtual instruction
and to enable enhanced telework capabilities for faculty and staff. The balance of CRF funds will be spent in
FY 2021.
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Overview of t he Financial Statements and Financia

The University’s financial report includes five financial statements and related notes:

1. The Statement of Net Position for the University

2. The Statement of Revenues, Expenses, and Changes in Net Position for the University

3. The Statement of Cash Flows for the University

4. The Combined Statements of Financial Position for the Component Units of the University
5. The Combined Statements of Activities for the Component Units of the University

The University’s financial statements have been prepared in accordance with GASB principles which establish
standards for external financial reporting for public colleges and universities. These principles require that the
University’s financial statements be presented on a consolidated basis to focus on the University as a whole,
with resources classified for accounting and reporting purposes into four net position categories. As stated
above, these financial statements are summarized in MD&A. Please note that although some of the University’s
foundations are discretely reported by separate page display in other sections of the University’s financial
statements, this MD&A excludes them except where specifically noted.

Statement o f Ne t Position

The Statement of Net Position presents the assets (current and noncurrent), deferred outflows of resoutces,
liabilities (current and noncurrent), deferred inflows of resources, and net position (assets and deferred outflows
of resources minus liabilities and deferred inflows of resources) of the University as of the end of the fiscal
year. This statement is a point of time financial statement. The purpose of the Statement of Net Position is to
present readers of the financial statements a fiscal snapshot of George Mason University at the end of the fiscal
year. Assets, deferred outflows, liabilities, and deferred inflows are generally measured using current values.
One notable exception is capital assets, which are stated at historical cost less an allowance for depreciation.

From the information presented, readers of the Statement of Net Position are able to determine the assets
available to continue the operations of the University. They are also able to determine how much the institution
owes vendors and creditors, and the amount of any deferred outflows of resources and deferred inflows of
resources. In addition, the Statement of Net Position provides a picture of the net position and their availability
for expenditure by the institution. Net position is one indicator of the current financial condition of the
University, while the change in net position is an indicator of whether the overall condition has improved or
worsened during the year.

A deferred outflow of resources is a consumption of net assets by the University that is applicable to a future
reporting period. A deferred inflow of resources is an acquisition of net assets by the University that is applicable
to a future reporting period.

Net position is divided into three major categories. The first category, “net investment in capital assets”,
provides the University’s equity in the property, plant, and equipment that it owns or capital leases. The next
category, “restricted net position,” is divided into two subcategories, nonexpendable and expendable.
Nonexpendable restricted net position consists of endowments and similar funds where donors or other
outside sources have stipulated that, as a condition of the gift instrument, the principal is to be maintained
inviolate and in perpetuity, and invested for the purpose of producing present and future income to be
expended or placed in a reserve fund. Expendable restricted net position is available for expenditure by the
institution but must be spent as determined by donors and/or external entities that have placed purpose
restrictions on the use of the assets. The final category is “unrestricted net position”. Unrestricted net position
is available to the University for any lawful purpose of the institution.
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A summary of the University’s assets, deferred outflows of resources, liabilities, deferred inflows of resources,
and net position at June 30, 2020, and June 30, 2019, follows:

Condensed Statement of Net Position *

June June Dol I Per clent
202 201 Chan Ch an|ge

Assets:
Current assets $652,163 $569,945 $82,218 14%
Capital assets, net 1,240,110 1,216,563 23,547 2%
Other noncurrent assets 27,226 33,121 (5,895) -18%
Tot al Assets 1, 91¢ 1, 81¢ 99, ! 5 Y%
Deferred Out fl orx 72, 46, ¢ 26, . 56%
Tot al Assets & 1 1, 99: 1, 86 ¢ 126, 7 Y
Liabilities:
Current liabilities 234,961 196,601 38,360 20%
Noncurrent liabilities 810,038 825,457 (15,419) -2%
TotLi abi 1499 12,05 229 1 2%
Deferred Inflows 52, 50, 1,9 4%
Tot al Liabilitie 1, 009" 1, 07: 24, 2 %
Inflows
Ne t Position:
Net investment in capital assets 726,154 672,909 53,245 8%
Restricted: nonexpendable 7,166 7,166 0 0%
Restricted: expendable 6,314 7,443 (1,129) -15%
Unrestricted 155,389 106,337 49,052 46%
Tot al Net Positi $895, $79 3. $101 13 %

* In thousands

Total assets and deferred outflows of resources were $2.0 billion compared to total liabilities and deferred
inflows of resources of $1.1 billion. The difference between these two amounts, total net position, was $895
million.

For FY 2020 current assets exceeded current liabilities by $417.2 million. In FY 2019, current assets were
$373.3 million greater than current liabilities. FY 2020 current assets increased as a result of increases in cash
and cash equivalents, prepaid expenses and reimbursements due from the Commonwealth for 215t Century
bond funded construction costs and ETF equipment. This increasing differential represents a continuation of
improving liquidity that began in FY 2011 and has continued through FY 2020. The current ratio, which is the
ratio of current assets to current liabilities, and is a common measure of liquidity, is 2.78 compared to 2.90 in
FY 2019 and 2.65 in FY 2018.

Capital assets, net of accumulated depreciation of $834.7 million, totaled $1.240 billion, which is an increase of
$23.5 million compared to FY 2019 which increased by $5.2 million from FY 2018. This increase reflects
investment in equipment and facilities at the University. Significant capital projects are discussed in the next
section.
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The $5.9 million, 18%, decrease in Other noncurrent assets primarily reflects a $14.3 million decrease in
restricted bond proceeds used to pay for construction of capital assets offset by $10.1 million increase in long
term investments resulting from a gift from GMUF.

Capital As s et and Debt Admi ni stration

Development and renewal of capital assets is one of the critical factors in sustaining the high quality of the
University’s academic, research, and residential life functions. The University continues to maintain and
upgrade current structures, and to add new facilities.

Note 5 of the Notes to Financial Statements describes the University’s investment in capital assets, with total
depreciable capital asset additions of $24.7 million (excluding land, construction in progress, and works of art)
and additions to construction in progress of $91.3 million. Depreciation expense increased by $0.4 million over
the prior year to $65.6 million.

Additions to depreciable capital assets for F'Y 2020 included the following:

Asset Categor Amount (in millions)
Buildings $14.4
Equipment 9.2
Software 0.2
Library materials 0.9
Total $24.7

Completed building projects included the Hylton Performing Arts Center addition, renovations to Peterson
Hall and Krasnow Institute as well as leasehold improvements for the School of Business and Volgenau School
of Engineering (VSE).

Major ongoing capital projects include: Horizon Hall (replacement of Robinson Hall) and Utilities Distribution
Infrastructure.

Horizon Hall — In FY17, the University began the design of a $120 million, 218,000 squate foot project to
replace Robinson Hall, located on the Fairfax Campus. The project will modernize one of the Fairfax campus’
most used buildings and substantially improve the learning and collaborative environment. The building will
include classrooms with whiteboards and video screens, collaboration and meeting spaces, informal learning
areas outside classrooms, and conference rooms on six floors. Students and student learning are the foundation
of the design of the new building. The project will also include a 2,000 square foot addition to, and a 21,000
square foot renovation of, the Harris Theater. The Board of Visitors approved Horizon Hall as the new name
of the building at the May 20, 2020 meeting. The building is expected to be completed in December 2021.

Utilities Distribution Infrastructure — In FY17, the University also began the design of a $49 million utility
distribution infrastructure project to replace critical components of the thermal infrastructure loop system. In
addition to replacing the utility system beneath plazas, roadways, sidewalks and softscapes, the project will
improve and extend the North Plaza and repair all hardscape and softscape systems in all other effected areas
to retain the character of the campus. The project is expected to be completed in November 2021.

Financial stewardship requires the effective management of resources, including the use of long-term debt to
finance capital projects. Notes 7, 8 and 9 of the Notes to Financial Statements describe changes in the
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